Hiroyuki Nishi
MD, Nippon Life

‘We Will Raise Our Stake

The Indian regulator isdiscussing making open architecture
mandatory. | hope the regulator approves open architecture

in Reliance AMC to 49%’

Hiroyuki Nishi, managing director of
Nippon Life, the 125-year-old Japa-
nese life insurance company managing
assets worth $513.8 billion,is looking
to increase investmentinto India both
through the joint venture partnership
withReliance and directly into fixed
income and stocks. Inaninterview
with R Sriram and Shilpy Sinha, he
saysthata higherforeigninvestment
will set the life industry on a different
growth trajectory with investmentinto
productive areas like IT capabilities and
distribution channels. Edited Excerpts:

Which of the countries outside
Japan hasthe highest growth
potential?

India is the highest growth potential
market. We have some business in
mainland China that has growth po-
tential. QOurincome from overseas
operationsincluding Indiais limited
and, infive years, we are planning to
increaseittosome extent.

Therecently passed ordinance
allows the foreign partnerto
increase stakeinlifeinsuranceto
49%. How are you looking at the
development?

We are very much supportive of that
movement. The regulationbringingin
additional capital will stimulate
growth of the Indian life insurance. Al-
5o, attracting foreign insurers to come
to the market will bringin new ideas
andexperience. We are looking at this
as a huge business opportunity.

By increasing ourstakein Reliance
Life, we will be able to bringin global
knowledge that we have acquired in
Japan. We may be able to assist Re-
liance Life in growth with additional
capital that we bringinwhichcan be
investedin key areaslike distribution
channelsand IT capabilities.

Reliance Life will be able to capture
the growth potential. We will discuss
with Reliance Life on how we willin
crease ourstake and it will depend on
size, price and method. In any case, we
are confident that we will come to the
best solution that will be a win-win for
both the partners.

MARKET POTENTIAL

Indiais the highest
growth potential mar-
ket. Wehavesomebiz
inmainland China that
has growth potential

Arevyou going to wait for the Bill to
be passed or hike stake under the
ordinance?

We will take it when the next Parlia-
ment session approves it.

Endowmentis a large part of the
businessdone by Reliance Life.
What is the future of endowment
products?

We prefer selling more protection-
type products which are real insurance
products. Qur strategy is selling mare
protection. Maybe, gradually, the mar-
ketwill change. The same thingis hap-
peninginmainland China where the
maindistributionchannel is bancassu-
rance and they are selling saving-type
of productsand CIRC - the Chinese reg
ulatorisrecommendingcompaniesto
sell protection-type products. This will
be important to the Chinese people
where social security is not expected
from the government.

Nippon Life does around 17% of
businessthrough the
bancassurance channel. How
importantisa bank partnerfor
Reliance Life?

The Indian regulatoris discussing
making open architecture mandatory.
| hope the regulator approvesaman-
datory openarchitecture model. Ex-
clusive bancassurance partnershipis
not supportive tothe clients. In Japan
we have open architecture.

How much are you looking to invest
inIndia?

We have invested $700 millionin asset
management and life insurance. Further
investment will depend on valuation of
the life insurance business.

Are you happy with the
performance of the two companies
- Lifeinsurance and asset
management?

PROTECTION PRODUCTS
We prefer sellingmore
protection-type prod-
ucts which arereal insur-
ance, Our strategy issell-
INg more protection

Very much. We have atrustworthy
partner in Reliance Group.

You canincreasethe stakeinthe
asset management beyond 49%.
Will you?

We respect our partnerand Relianceis
the local partner so they should have a
majority stake. We have increased our
share in mutual fund to 35% and will
increase it further toup to 49% within
a few years. Thisis the agreement.

What are your viewson Indian
stock market?

In general term, itispositive. In the
long-term huge population and good
leadership will be a positive.

How has monetary easinginJapan
affected the life insurance
business?

We are having a very difficult time. In-
terest rateisacritical issue for lifein-
surance because 99% of life business
portfolioin Japanese yenisa longer
tenure. We need to invest in yen long-
term fixed maturity paper to manage
the asset liability mismatch. Last year,
we were forced tostop some products
becavse of the environment.

Arevyou increasing your stakein
Indianfixed income? Do you havea
separate investment fund apart
frominvestmentinReliance Asset
Management and Reliance Life?
MWotonly India but other countriesare
alsodepending on the risk-return bal-
ance. We have some investmentin In-
dian equity and fixedincome. Thisisa
small amount of less than 100 million,
About 25%-30% dividend and interest
income iscoming from outside Japan.

Are you looking at acquisitions?
Would yvou want to grow through
acquisitionsin India?

We are looking at good opportunities
inother countries. That isone afthe
ideas. We would like to jointly acquire.
Growth rate of a growing market like
Indiais 20-30%.

What are your listing plans for both
life insurance & asset management?
We may look to list infuture,




